Learning Objectives. Students will be able to:  Describe the characteristics of a market economy, including the principle and protection of private property rights  Identify the relationship between supply, demand, scarcity, and opportunity cost  Analyze how profit, incentive, and competition motivate individuals, households, and businesses  Describe the circular flow that shows the interaction between consumers/households, businesses/producers, and markets  Analyze how changes in technology, costs, and demand interact in competitive markets to determine or change the price of goods and services  Compare the market economy to other types of economies (command, traditional, mixed) This lesson plan is part of the Government & the Market series by iCivics, Inc. a nonpro it organization dedicated to advancing civic education. Visit www.icivics.org/teachers to access the state standards aligned to this lesson plan and for more resources. Provide feedback to feedback@icivics.org.
 ANTICIPATE
by asking how many students would want to spend next Saturday pulling weeds (or picking up trash) for free. Now ask how many would want to do it if they knew they would earn $500 for one day's work. Ask students to try to explain the difference. Guide them toward concepts of motivation, incentive, and profit.
 DISTRIBUTE one reading page to each student.
 READ with the class, pausing to discuss and explain as necessary.
 DISTRIBUTE one "Six Traits of the Market Economy" note-taking worksheet to each student  PROJECT a blank version of the "Six Traits of the Market Economy"
 WORK THROUGH each trait, discussing with students and helping them fill in the blanks  PROJECT the "Prices Up, Prices Down" active participation activity. If possible, cover up the scenarios so that you can reveal one scenario at a time. You may also chose to use the optional PowerPoint.
 REVEAL each scenario. Have the class answer up or down as a group by showing you "thumbs up" or "thumbs down." As you go along, discuss with the class why prices would go up or down in each case.
 DISTRIBUTE one worksheet to each student  ASSIGN students to complete the worksheet activities. You may want to use the projection master to help students complete Activity B.
 REVIEW the answers if you wish.
 CLOSE by asking students to silently recall one trait of a market economy. Call on students until all six traits discussed in the lesson have been named. Name:
Reading p.1
The Economy
You've probably heard people say things like, "The economy is down," or, "Such-and-such would be good for the economy." Maybe you've figured out that the economy has something to do with money. But what is this big, scary "economy" everyone's always worried about? And how can you avoid it?
That was a trick question. You can't avoid the economy! An economy is the way goods and services are produced and consumed. Everyone is involved in the economy both by producing goods or services and by consuming them.
There are different kinds of economies, and the kind of economy a country has determines how resources get distributed to the people.
Consumers, Producers, and the Market
Have you ever bought anything or paid someone to do something for you? Then you are a consumer-someone who acquires goods and services for their own personal use. Have you ever worked babysitting, walking dogs, or making fast-food tacos? Then you are a producer, toosomeone who makes goods or offers services to others. In a market economy, producers are free to decide what to produce, and consumers are free to buy whatever they need and want. Unlike some economies, the government does not tell producers what to make or limit (for the most part) what consumers may buy. This selling and buying takes place in the market, which is not a physical place, but instead refers to the entire activity of buying and selling that takes place out in the world.
Are You Motivated Yet?
So, why would anyone decide to produce and sell something? You guessed it-money! Profit is the financial gain received by selling something for more than it cost to make it. Producers are motivated by the profits they expect to gain from the goods or services they offer. Their incentive to produce-the thing that motivates them-is the idea that consumers will want or need what they are offering. Thus someone who thinks people want phones that respond to voice commands has an incentive to produce such phones, because they expect they will profit from selling them to lots of consumers. 
The Market Economy
Name:
Reading p.2
It's All About Supply and Demand
When a market economy is doing well, there is lots of buying and selling. During a "bad economy," buying and selling slows down. The cycle of ups and downs depends mainly on two things: supply, the amount of something that is available, and demand, the number of consumers who want it. Supply and demand are called market forces because they act to make the market function well or poorly.
Supply and Demand Out of Balance
To keep everyone producing, making profits, and buying things, supply and demand must be balanced.
Here's what can happen if there is high demand but low supply: Imagine there is a big freeze in Florida and orange trees are damaged. Fewer oranges are available. If there is still a big demand for oranges, the price will go up. Fewer oranges also means there aren't as many oranges to process. Some people who pick oranges and get them ready to sell might lose their jobs.
On the other hand, too much supply with low demand can also hurt. Imagine a coal producer is very busy over the summer and mines tons and tons of coal.
Winter comes, but it doesn't get very cold. People don't use their furnaces as much as usual, so they don't need as much coal. All of that coal sits around unused-and they certainly don't need to mine any more coal. The price of coal will drop, and some people involved in producing coal could lose their jobs because there is already too much.
Scarcity and Opportunity Cost
Imagine your class is deciding whether to sell candy or glow sticks for a fundraiser. Which will earn more money? People like sweets, so you decide to sell candy. In making that decision, your class gives up whatever benefit it might have gotten by choosing to sell glow sticks instead. The benefit you give up by choosing to do one thing instead of another is called opportunity cost.
When you are in the process of making your choice, you try to determine which choice has more benefits and take a risk that you might be wrong.
The need to choose one thing over another exists because of scarcity-the limited amount of resources available. Why not sell candy and glow sticks?
Probably because it would cost too much up front to buy both. If there were unlimited resources, everyone could have everything they want and need, and there would be no need to make choices. But because of scarcity, producers and consumers must make choices that are sometimes very difficult.
The Command Economy
The opposite of the market economy is the command economy, where the government decides what will be produced, how much will be produced, and how much goods and services will cost. Thus the relationship between supply and demand does not determine what gets produced and consumed. Instead, the government makes those decisions. The government owns the equipment for production, so the government is everyone's employer. There is no private property in a pure command economy, so people can't sell things to make a profit. People are consumers, but they buy what the government produces. 
